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HOGAN & HARTSON
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FAX (202) 6575910
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February 25, 2005

2Y FAX AND U.S. MAIL

Zath O'Donnell

Twecutive Director

Public Service Cormmission of Kentucky
244 Sower Boulevard

FEB 2 5 2005

Frankfurt, KY 40601 F’y\tﬁuc

lbL RvICE
IESION

Re: Case No.2004-00319
Dear Ms. O'Donnell:

in accordance with the request of Anita Mitchell of the Commission
St and the Staff memorandum in this matter dated February 16, 2005, on
hehalf of the Kentucky Cable Telecommunications Association (“KCTA") lam
nroviding the calculations of the proper pole attachment rate under the
Commission’s methodology established in Admin. Case No. 251 for Jackson
Surchase Energy Corporation ("JPEC”).

The calculations are included in Attachment A of this letter. KCTA's
calculations differ from those submitted by Frank King on behalf of JPEC in his
latter to the Commission on February 10, 2005 in three respects.

First, JPEC has used an average investment in grounds of $33.08.
i, e Order in Administrative Case No. 951, however, the Commission made
clear that the appropriate figure representing investment in grounds is $12.50 per
ground. We understand that this figure represents an industry proxy and is not
intended necessarily to represent the actual investment by any particular
company. The Commission undoubtedly understood in 1982 that some utilities
might have a greater investment in grounds, and some might have a lesser
nvestment. Nevertheless, in the interest of simplifying the calculations for all
parties, the Commission adopted $12.50 as an average number to be used in all
—ases. The Commission should not depart from that number in those individual
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“IOGAN & HARTSON L.LP
*_atter 1o Beth O'Donnell

cases where the utility believes that a higher number is appropriate. Nor should
the Commission attempt to revise the proxy generally in the absence of a replay
of the generic case decided in 1982.

We note that JPEC apparently includes its investment in grounds in
Account No. 365 (overhead devices), rather than the more typical practice as
racognized by the Commission in Case No. 251 of the utilities including grounds
i~ Account 364 (poles, towers and fixtures). The $12.50 number is to be used
~oft only when the when grounds are to be added to the pole investment, but also
wnam grounds are to be deducted from the pole investment. Thus, the general

~aliance on an estimate of $12.50 for the cost of each ground cuts both ways.

Second, JPEC suggests that “[blased on recent field observations,”
cable operators attach to its grounds on approximately every other pole. KCTA's
members’ construction practices, however, are generally to attach to the grounds
on the first and last pole on a run, and every fifth pole in between. Although
KCTA would be willing to accept some clear evidence that its members are
~vached to JPEC's grounds on more than one quarter of the poles, we have not
5 zny such evidence. Accordingly, we believe that grounds should be
~ourted on one quarter of the poles.

, Third, aithough JPEC accepts that the Commission generally
requires a 15% deduction for the cost of minor appurtenances, it argues that, in
this case, only a 6.4% adjustment is appropriate. Again, JPEC asks the
Commission to disregard clear prior holdings of the Commission. This issue
arose in connection with Case No. 251. Following the Commission’s Order dated
September 17, 1982 in Case No. 251, the utilities filed tariffs which were then
reviewed by the Commission. The tariff of Union Light, Heat and Power
Zampnany was reviewed in Admin. Case No. 251-27. A copy of the
~~=mission’s Order dated July 14, 1983 is attached here as Attachment B. The
~~mmission held that electric utilities should segregate out the cost of major
appurtenances such as anchors, cross-arms and braces — as JPEC has done
nere — and then deduct an additional 15% of the pole costs — as JPEC has not
done. Again, this is intended as a general industry proxy, and the Commission
ought not to depart from it. The reason why the Cornmission has adopted this
proxy is to avoid the problems that arise with investigating the accuracy of
utilities’ estimates of their investment in minor appurtenances, which include
items that are not accurately tracked.

WDC - 503001 - 2069626 v1
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_atter to Beth Q'Donnell
February 25, 2005
Fage 3

One note regarding the calculations petformed by Ballard. Ballard
~as performed its calculations generally as we have, except that it uses a rate of
csturn of 4.61, it does not include any investment for grounds and it bases its
~alcutations on accumulated depreciation numbers for pole investment based on
JPEC's internal records, whereas both JPEC and we have calculated pole
~apreciation based on gross to net overall plant. We would have no objection to
-aliance on the internal accumulated depreciation numbers in this case, although
we have not used them because we have found that such numbers are not
always reliable.

Respgectfully submit_tﬁ
f P

S e
Gardner F. Gillespie

Counsel for Kentucky Cable
Telecommunications Association

GFG/ddf
zZnclosures

~g:  Frank N. King, Jr.
John E. Selent
Anita Mitchell
Frank Chuppe
Patsy Judd
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JPEC POLE AND ANCHOR RATES (Using Net Investment)

35 poles) 13,982 poles at embedded inv. $2,402,756

.+ {40 poles) 16,538 poles at embedded inv. $6,765,738
" 145 poles) 3,971 poles at embedded inv. $1,647,550

~{Anchors) 39,833 anchors at embedded inv. $2,963,78%

“zre sole factor of .85

Gross plant $92,183,357
Depreciation reserve $25,978,038

Net plant as % of gross plant = 71 82%
Carrying charge .2023
357 $2,402,756 x .85 = $2,042,343 13,982

407 $6,765,738 x .85 = $5.750.877 16,538
$7,793,220 30,520 = $255.348 (avg. gross bare pole)

Grounds = Va x $12.50 = $3.125 $258.473

x net plant factor of .7182 $185.64

x carrying charge of .2023 $37.56

x usable space factor of .1224 $4.60
3-Party Poles

(40') $6,765,738x .85 = $5,750,877 16,539
(45) $1,647,550x 85~ $1,400418 3.971
$7,151,295 20,509 = $348.69

Grounds = % x $12.50 = §3.125 $351.82
x nat plant factor of .7182 $252.67
x carrying charge of .2023 $51.12
x usable space factor of .0759 $3.88

WOS ~ 50331/0004 » 2043080 v1
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Anchors

©2,083,785 /38,833 = $74.405

"y et plantfactor of 7182 = $53.4

x carrying charge of .2023 = $10.81

2.Party Anchor Charge = $5.41

3-Party Anchor Charge $3.60

1l
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

+ % ® x ®

-»a vatter of:

THE CATV POLE ATTACEMENT ) ADMINISTRATIVE

~ARIFFS OF “THE UNION LIGHET, ) CASE NO. 251-27
HEAT AND POWER COMPANY )

— - ——

Procedural‘sackground
on June ‘g 1883, the COmmissién

jssued an Order

~~i2cting the CATV pole attachment tariff f£filing of the Union

-ight, Heat and FPower Company ("ULH&P") and directing ULH&P

-~ f£ile revised rates: rules and regulations”gove;nihg CATV

_~1e attachments. On June 24, 1983, the Kentucky Cable

welevision Association, Inc.r. ("KCTA") fited a petition to

—RNeAY reconéider and modify paragraph 4 of the order of

~gme ), 1983. On Juiy-l.ﬁIBBS, UtHaP filed a revised peole

sttachment tariff and supperting workpapers. Oon July 8.,
1983, ULHEP filed @& memorandum in opposition to RCTA'S

netition for rehearing.
FINDINGS
The Commission, having considered the evidence of
-acord and being advised, is of the opinion and finds that:

1.
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from o its pole sccount in calculating its bére pole cost.

‘ ge ition argues that 35 percent should: be deducted in

" =wlating ULH&P‘S bare pole cost. The Commission's Orders

wigust 12, lag82, and September 17, 1982, in Administrative

Tz NO. 251, The Adoption of & standard Methodology for

-s-ablishing Rates for CATV Pole Attachments, established

- farm methods of estimating bare pole costs for telephone

~:-izies and electric utilities that 6o not account

- A

ely for ell appurtenances., TFor telephone utilities;

mathod cons1sted of‘.deducting 22 percent for all

ERepub -vLenances. For electrzc ut:lxtles, the method consisted

axcluding 15 percent for minor appurtenances and deducting

DU ™

-.30 per ground. KCTA correctly argues that electrlc

~ilities make much.greater use than telephone Utllltles of

. \)J

axms and other appurtenances. Therefore, deducting 22

%1

on= for all appurtenances is not adequate for electric

wwilitiesy
The Commission's Orger of hAugust 12, 1982, did not

—--~vide for electric utilities that do not segregate»the cost

mzjor appurtenances. ULEEP did mnot petition for
~=ronsideration of that order regarding ULB&P‘S‘féi&@re to
~zintaln separate ' records for all majer appurtenances. in
-count no. 364, Thei-Amended Ordexr: of Septembgr 17, 1982,

sgaim. did- not pmwder for. electric uulitiesmt;}_at,;»;ﬂo not
*ﬂgregateWthgwaqsL,of major appurtenancesﬁ Therefore, tO
cowﬁoﬂwﬁtOchﬂa£ﬁmm15§305h& Amended- ordeg: ofs-September. 17

. ULH&s® shouiﬂ "recantruct separate cost. -records,. for

*2_ e
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=2 TT appurtenances, such as anchors, cross~arms and braces,

agx;mate bare - pole costs DYy deducting the cost of‘thé

xrtenances plus 15 percent for minor appurtenances,

o as aer1al ¢cable clamps and pole top pans, plus 312,50

S~ gTOUNG w1re5.

2. ULB&P's rules and regu

-

~ole atrachments conform to the principles and findings of

Ccmmission‘s order of June 1, 1983, and would be

P

.7, except for the following obgeculons.

a, In No. 2 the statement,

»The Company shall

wave the sole right to determme the availablhty of such

~oie foO¥ joint use and shall be under no obllgatxon to grant

:érmission for its use. by attachee," should be deleted along

v,

<~n wnhe phrase "in the chPﬂnY'S opinion® which is in the

zentente.
b. in No. 5 the statement, nif the company and

~ther attachees ©OF permitees Bare willing t© ‘make such

:aarrangement.' should be deleted.

c. in Nos. 7 zand 8 there chould be & ctatemenkt

t

~~a sffect that ULBEP ijs liable for any negliéence on its

-art ﬂ%ether or not it causes damages ro CATV equipment.
d. In No. 11 there should he 2 statement whicb

nanes ~LH&P liable for uarmzge tO CATV equipment when the

damage is due 'to ULHEP'S peciigence. -

lations governing' CATV

F-707
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4

e. in

'granted

’ﬁbli 15 the tariff may be

. ﬂ ‘

subject to

rights but ghall not be subject toO

“%@%QUEntiY granted rights.

1%

1s THEREFORE GRDERED that

-~ achment rariff £3

=l it hereby is rejected.

IT

Ty D
HE g4

~-2z11 conform to t

1T 15 FURTHER ORDERE

w@ggpapers supportin

1S FURTBER ORDERED that ULB&P

rules and regulatzons

Commnssxo

znd that the ‘revised

srs revised rates, rule

ULE&P's CATV pole

jed with the Commmcsion on June 29, 1983,

shell file revised,

governing CATV pole attachments

n within 30 days frcmx the darte of this

rates, rules and regulations

ne findings of this Order.

D that ULHEP chall file detailed

g its revised rates at the same time it

s and regulations.

as
sone at Frankfort, gentucky, this 14th day of July, 1983
By the Commission
ATTEST:
f/,,A,A¢J - déw&ﬂﬁ"'
/§~nwrta+y
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